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time, and place of the hearing will be
published in the Federal Register.

Drafting Information

The principal author of these
proposed regulations is Leo F. Nolan II,
Office of Assistant Chief Counsel
(Income Tax and Accounting). However,
other personnel from the IRS and
Treasury Department participated in
their development.

List of Subjects in 26 CFR Part 1

Income taxes, Reporting and
recordkeeping requirements.

Proposed Amendments to the
Regulations

Accordingly, 26 CFR part 1 is
proposed to be amended as follows:

PART 1—INCOME TAXES

Paragraph 1. The authority citation
for part 1 continues to read in part as
follows:

Authority: 26 U.S.C. 7805 * * *

Par. 2. Section 1.460–6 is amended by
adding paragraph (j) to read as follows:

§ 1.460–6 Look-back method.

* * * * *
(j) [The text of proposed paragraph (j)

is the same as the text of § 1.460–6T(j)
published elsewhere in this issue of the
Federal Register].
Michael P. Dolan,
Deputy Commissioner of Internal Revenue.
[FR Doc. 98–600 Filed 1–12–98; 8:45 am]
BILLING CODE 4830–01–U

DEPARTMENT OF THE TREASURY

Internal Revenue Service

26 CFR Part 1

[REG–209373–81]

RIN 1545–AT71

Election To Amortize Start-Up
Expenditures

AGENCY: Internal Revenue Service (IRS),
Treasury.
ACTION: Notice of proposed rulemaking
and notice of public hearing.

SUMMARY: This document contains
proposed regulations concerning start-
up expenditures under section 195. The
proposed regulations provide rules and
procedures for electing to amortize start-
up expenditures under section 195. The
regulations affect all taxpayers wishing
to amortize start-up expenditures under
section 195. This document also
provides notice of a public hearing on
these proposed regulations.

DATES: Comments and outlines of topics
to be discussed at the public hearing
scheduled for June 2, 1998, at 10 a.m.
must be received by April 13, 1998.
ADDRESSES: Send submissions to:
CC:DOM:CORP:R (PS–36–81), room
5228, Internal Revenue Service, POB
7604, Ben Franklin Station, Washington,
DC 20044. In the alternative,
submissions may be hand-delivered
between the hours of 8:15 a.m. and 5
p.m. to: CC:DOM:CORP:R (REG–
209373–81), Courier’s Desk, Internal
Revenue Service, 1111 Constitution
Avenue NW., Washington, DC, or
electronically, via the IRS Internet site
at: http://www.irs.ustreas.gov/prod/
taxlregs/comments.html. The public
hearing will be held in the NYU
Classroom, Room 2615, Internal
Revenue Building, 1111 Constitution
Avenue, NW., Washington, DC.
FOR FURTHER INFORMATION CONTACT:
Concerning the regulations, David Selig,
(202) 622–3040; concerning submissions
and the hearing, LaNita VanDyke, (202)
622–7180 (not toll-free numbers).

SUPPLEMENTARY INFORMATION:

Paperwork Reduction Act
The collection of information

contained in this notice of proposed
rulemaking has been submitted to the
Office of Management and Budget for
review in accordance with the
Paperwork Reduction Act of 1995 (44
U.S.C. 3507(d)).

Comments on the collection of
information should be sent to the Office
of Management and Budget, Attn: Desk
Officer for the Department of the
Treasury, Office of Information and
Regulatory Affairs, Washington, DC
20503, with copies to the Internal
Revenue Service, Attn: IRS Reports
Clearance Officer, T:FP, Washington, DC
20224. Comments on the collection of
information should be received by
March 16, 1998. Comments are
specifically requested concerning:
Whether the proposed collection of
information is necessary for the proper
performance of the functions of the
Internal Revenue Service, including
whether the information will have
practical utility; the accuracy of the
estimated burden associated with the
proposed collection of information (see
below); how the quality, utility, and
clarity of the information to be collected
may be enhanced; how the burden of
complying with the proposed collection
of information may be minimized,
including through the application of
automated collection techniques or
other forms of information technology;
and estimates of capital or start-up costs
of operation, maintenance, and

purchase of services to provide
information.

The requirement for the collection of
information in this notice of proposed
rulemaking is in § 1.195–1(c). This
information is required by the IRS to
establish that a taxpayer properly has
made an election to amortize start-up
expenditures under section 195. This
information will be used to determine
whether the amount amortized under
section 195 has been computed
properly. The likely respondents are
businesses and other for-profit
organizations. Responses to this
collection of information are required to
make an election to amortize start-up
expenditures under section 195.

Estimated total annual reporting
burden: 37,500 hours. The estimated
annual burden per respondent varies
from .10 hours to .50 hour, depending
on individual circumstances, with an
estimated average of .25 hours.

Estimated number of respondents:
150,000.

Estimated annual frequency of
responses: one-time election.

An agency may not conduct or
sponsor, and a person is not required to
respond to, a collection of information
unless the collection of information
displays a valid OMB control number.

Books or records relating to a
collection of information must be
retained as long as their contents may
become material in the administration
of any internal revenue law. Generally,
tax returns and tax return information
are confidential, as required by 26
U.S.C. 6103.

Background
This document contains proposed

amendments to the Income Tax
Regulations (26 CFR part 1) to provide
regulations under section 195 of the
Internal Revenue Code. Section 195 was
added to the Internal Revenue Code of
1954 by section 102 of the
Miscellaneous Revenue Act of 1980, and
amended by section 94 of the Tax
Reform Act of 1984.

Section 195 generally provides that no
deduction is allowed for start-up
expenditures unless the taxpayer elects
to amortize the expenditures. If the
taxpayer elects to amortize start-up
expenditures under section 195(b)(1),
the expenditures are amortizable over a
period of not less than 60 months
beginning with the month when the
active trade or business begins. Under
section 195(d), an election to amortize
start-up expenditures must be made not
later than the time prescribed by law for
filing the return for the taxable year in
which the active trade or business
begins (including extensions thereof).



1934 Federal Register / Vol. 63, No. 8 / Tuesday, January 13, 1998 / Proposed Rules

Announcement 81–43 (1981–1 I.R.B. 52)
described the time and manner for
making this election.

An expense is a start-up expenditure
if it satisfies two conditions. First, the
expense must be paid or incurred in
connection with any one of the
following: (1) Creating an active trade or
business, (2) investigating the creation
or acquisition of an active trade or
business, or (3) any activity entered into
for profit and for the production of
income before the day on which the
active trade or business begins, in
anticipation of the activity becoming an
active trade or business (expenditures in
this last category are start-up
expenditures only if they are
attributable to periods after June 30,
1984).

Second, the expenditure must be of
the type that, if paid or incurred in
connection with the operation of an
existing active trade or business in the
same field as that being entered into by
the taxpayer, would be allowable as a
deduction for the taxable year when
paid or incurred.

Explanation of Provisions
The proposed regulations provide that

an election to amortize start-up
expenditures is made by attaching a
statement to the taxpayer’s income tax
return. The income tax return and
statement must be filed not later than
the date prescribed by law for filing the
income tax return (including any
extensions of time) for the taxable year
when the active trade or business
begins.

The IRS is interested in ways to
simplify the filing of elections. The
proposed regulations are intended to
simplify the filing of section 195
elections in two ways. First, the
proposed regulations clarify that a
taxpayer who is uncertain as to the year
in which the active trade or business
begins need not file an election for each
possible taxable year. Rather, a section
195 election for a particular trade or
business will be effective if the trade or
business becomes active in the year for
which the election is filed or in any
subsequent year. In developing this
notice of proposed rulemaking, more
burdensome methods of making the
election were considered and rejected.
For example, an approach that would
have required taxpayers to file an
election statement each year was
rejected. Second, the proposed
regulations also allow taxpayers who
have made timely elections under
section 195 to file a revised statement
with a subsequent return to include any
start-up expenditures not included in
the original statement.

Special Analyses
It has been determined that this notice

of proposed rulemaking is not a
significant regulatory action as defined
in EO 12866. Therefore, a regulatory
assessment is not required. It is hereby
certified that these regulations do not
have a significant impact on a
substantial number of small entities.
This certification is based upon the fact
that the time required to prepare and
file the election statement is minimal
and will not have a significant impact
on those small entities that choose to
make the election. Therefore, a
Regulatory Flexibility Analysis under
the Regulatory Flexibility Act (5 U.S.C.
chapter 6) is not required. Pursuant to
section 7805(f) of the Internal Revenue
Code, this notice of proposed
rulemaking will be submitted to the
Chief Counsel for Advocacy of the Small
Business Administration for comment
on its impact on small business.

Comments and Public Hearing
Before these proposed regulations are

adopted as final regulations,
consideration will be given to any
comments that are submitted (in the
manner described in the ADDRESSES
caption) timely to the IRS. All
comments will be available for public
inspection and copying.

A public hearing has been scheduled
for Tuesday, June 2, 1998, at 10:00 a.m.
in the NYU Classroom, Room 2615,
Internal Revenue Building, 1111
Constitution Avenue, NW., Washington,
DC. Because of access restrictions,
visitors will not be admitted beyond the
Internal Revenue Building lobby more
than 15 minutes before the hearing
starts.

The rules of 26 CFR 601.601(a)(3)
apply to the hearing.

Persons that wish to present oral
comments at the hearing must submit
comments by April 13, 1998 and submit
an outline of the topics to be discussed
and the time to be devoted to each topic
by April 13, 1998.

A period of 10 minutes will be
allotted to each person for making
comments.

An agenda showing the scheduling of
the speakers will be prepared after the
deadline for receiving outlines has
passed. Copies of the agenda will be
available free of charge at the hearing.

Drafting Information
The principal author of these

regulations is David Selig, Office of the
Assistant Chief Counsel (Passthroughs
and Special Industries), IRS. However,
other personnel from the IRS and
Treasury Department participated in
their development.

List of Subjects in 26 CFR Part 1
Income taxes, Reporting and

recordkeeping requirements.

Proposed Amendments to the
Regulations

Accordingly, 26 CFR part 1 is
proposed to be amended as follows:

PART 1—INCOME TAXES

Paragraph 1. The authority citation
for part 1 continues to read in part as
follows:

Authority: 26 U.S.C. 7805 * * *

Par. 2. Section 1.195–1 is added to
read as follows:

§ 1.195–1 Election to amortize start-up
expenditures.

(a) In general. Under section 195(b), a
taxpayer may elect to amortize start-up
expenditures (as defined in section
195(c)(1)). A taxpayer who elects to
amortize start-up expenditures must, at
the time of the election, select an
amortization period of not less than 60
months, beginning with the month the
active trade or business begins. The
election applies to all of the taxpayer’s
start-up expenditures. The election is
irrevocable and the amortization period
selected by the taxpayer in making the
election may not subsequently be
changed.

(b) Time and manner of making
election. The election to amortize start-
up expenditures under section 195 shall
be made by attaching a statement
containing the information described in
paragraph (c) of this section to the
taxpayer’s return. The statement must
be filed no later than the date prescribed
by law for filing the return (including
any extensions of time) for the taxable
year when the active trade or business
begins. The statement may be filed with
a return for any taxable year prior to the
year in which the taxpayer’s active trade
or business begins, but no later than the
date prescribed in the preceding
sentence. Accordingly, an election
under section 195 filed in a taxable year
prior to the year in which the taxpayer’s
active trade or business begins will
become effective in the month for the
later year in which the taxpayer’s active
trade or business begins.

(c) Information required. The
statement shall set forth a description of
the trade or business to which it relates
with sufficient detail so that expenses
relating to the trade or business can be
identified properly for the taxable year
in which the statement is filed and for
all future taxable years to which it
relates. To the extent known at the time
the statement is filed, the statement also
shall include a description of each start-
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up expenditure incurred (whether or not
paid); the month when the active trade
or business began (or was acquired); and
the number of months (not less than 60)
over which the expenditures are to be
amortized. A revised statement to
include any start-up expenditures not
included in the taxpayer’s original
election statement may be filed with a
return filed after the return that
contained the election.

(d) Effective date. This section applies
to elections filed on or after the date
final regulations are published in the
Federal Register.
Michael P. Dolan,
Deputy Commissioner of Internal Revenue.
[FR Doc. 98–598 Filed 1–12–98; 8:45 am]
BILLING CODE 4830–01–U

ENVIRONMENTAL PROTECTION
AGENCY

40 CFR Part 52

[KY–96–9801b; FRL–5946–9]

Approval and Promulgation of
Implementation Plans; Commonwealth
of Kentucky

AGENCY: Environmental Protection
Agency (EPA).
ACTION: Proposed rule.

SUMMARY: The EPA proposes to approve
the source-specific State
implementation plan (SIP) revision
submitted by the Commonwealth of
Kentucky for the Reynolds Metals
Company to change emission limits. In
the final rules section of this Federal
Register, the EPA is approving the
State’s SIP revision as a direct final rule
without prior proposal because the
Agency views this as a noncontroversial
revision amendment and anticipates no
adverse comments. A detailed rationale
for the approval is set forth in the direct
final rule. If no adverse comments are
received in response to this proposed
rule, no further activity is contemplated
in relation to this proposed rule. If EPA
receives adverse comments, the direct
final rule will be withdrawn and all
public comments received will be
addressed in a subsequent final rule
based on this proposed rule. The EPA
will not institute a second comment
period on this document. Any parties
interested in commenting on this
document should do so at this time.
DATES: To be considered, comments
must be received by February 12, 1998.
ADDRESSES: Written comments on this
action should be addressed to Joey
LeVasseur at the Environmental
Protection Agency, Region 4, Air

Planning Branch, 61 Forsyth Street,
SW., Atlanta, Georgia 30303. Copies of
documents relative to this action are
available for public inspection during
normal business hours at the following
locations. The interested persons
wanting to examine these documents
should make an appointment with the
appropriate office at least 24 hours
before the visiting day. Reference file
KY–96–9801. The Region 4 office may
have additional background documents
not available at the other locations.

Air and Radiation Docket and
Information Center (Air Docket 6102),
U.S. Environmental Protection Agency,
401 M Street, SW., Washington, DC
20460.

Environmental Protection Agency,
Region 4, Air Planning Branch, 61
Forsyth Street, SW., Atlanta, Georgia
30303.
FOR FURTHER INFORMATION CONTACT: Joey
LeVasseur at 404/562–9035.
SUPPLEMENTARY INFORMATION: For
additional information see the direct
final rule which is published in the
rules section of this Federal Register.

Dated: October 29, 1997.
A. Stanley Meiburg,
Acting Regional Administrator, Region IV.
[FR Doc. 98–771 Filed 1–12–98; 8:45 am]
BILLING CODE 6560–50–F

ENVIRONMENTAL PROTECTION
AGENCY

40 CFR Part 52

[FRL–5949–2]

Notice of Public Hearing—Proposed
Finding of Significant Contribution and
Proposed Rulemaking for Certain
States in the Ozone Transport
Assessment Group Region for
Purposes of Reducing Regional
Transport of Ozone

AGENCY: Environmental Protection
Agency (EPA).
ACTION: Proposed rule; announcement of
public hearing.

SUMMARY: The EPA is announcing the
public hearing on the Agency’s October
10, 1997, proposed rule (62 FR 60317,
November 7, 1997) to reduce the
transport of nitrogen oxide (NOx)
emissions in 22 States and the District
of Columbia. All of the affected
jurisdictions participated in the Ozone
Transport Assessment Group (OTAG).
The EPA proposes to find that the
transport of NOx from the 23
jurisdictions significantly contributes to
nonattainment of the ozone national
ambient air quality standards (NAAQS),

or interferes with maintenance of the
NAAQS, in downwind States. The EPA
has proposed a level of NOx emissions
for the 23 jurisdictions that will reduce
the transport of this chemical, an ozone
precursor. In accordance with the Clean
Air Act, information and comments
gathered from this two-day public
hearing will be considered in the final
decision-making process and entered
into the official record.
DATES: The public hearing on the
proposed rule will be held on February
3 and 4, 1998, beginning at 9 a.m. each
day.
ADDRESSES: The public hearing will be
held at the Washington Plaza Hotel, 10
Thomas Circle, N.W., Washington, D.C.
(McPherson Square Metro stop),
telephone number (800) 424–1140.
Documents relevant to this matter are
available for inspection at the Air and
Radiation Docket and Information
Center (6101), Attention: Docket No. A–
96–56, U.S. Environmental Protection
Agency, 401 M Street S.W., room M–
1500, Washington, DC 20460, telephone
(202) 260–7548, between 8 a.m. and 4
p.m., Monday through Friday, excluding
legal holidays. A reasonable fee may be
charged for copying.
SUPPLEMENTARY INFORMATION: Persons
planning to present oral testimony at the
hearing should notify JoAnn Allman,
Office of Air Quality Planning and
Standards, Air Quality Strategies and
Standards Division, MD–15, Research
Triangle Park, NC 27711, telephone
(919) 541–1815 no later than January 27,
1998. Oral testimony will be limited to
5 minutes each. Any member of the
public may file a written statement
before, during, or within 30 days after
the hearing. Written statements
(duplicate copies preferred) should be
submitted to the docket at the above
address. A hearing schedule including a
list of speakers will be posted on EPA’s
OTAG webpage at http://www.epa.gov/
ttn/oarpg/otagsip.html prior to the
hearing.

Following the hearing, a verbatim
transcript of the hearing and written
statements will be made available for
copying during normal working hours at
the Air and Radiation Docket
Information Center at the above address.

The Agency does not plan to schedule
any additional hearings on the proposed
rule.
FOR FURTHER INFORMATION CONTACT:
General questions concerning today’s
announcement should be addressed to
Kimber Smith Scavo, Office of Air
Quality Planning and Standards, Air
Quality Strategies and Standards
Division, MD–15, Research Triangle
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